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KEY ECONOMIC INDICATORS: FINIAND 


2 XE EL» See 
All value in million US dollars, Rate of Exchange: Fmk 4.20 = U.S. 
unless otherwise stated. $1.00 in 1970 and 1971; Fmk. 4.10 
= U.S. $1.00 (central rate) in 1972 
% ESTIMATED 
ITEM 1970 1971 1972 CHANGE GROWTH 
RATE 1972 
INCOME, PRODUCTION & EMPLOYMENT 
GDP at market prices (3/72) 05369 11.351 3.002 13.3 9.2 
GDP at constant 1964 prices (3/72) | 7,562 7.662 n.a. 6.0 3.0-3.5 
Per capita GDP, current prices 
in U.S. dollars (3/72) Aceh 2.425 641 = Ria. 
Machinery & equipment investment 977 Le 2sD ~ - 5.8 
(current prices) 
Indices: 1959 = 100 
Industrial production 228 227 246 L359 5.0 
(1959 = 100) (2/72) 
Avg. labor productivity 5.3 2.3) = - 3.0 
(calculated annually) 
Avg. industrial wage 1.36 1.57 - - Iso" 
(hourly for male in $) 
Personal income 6.217 6.800 - - n.a. 
Employment (1,000 persons) (2/72) | 2.154 2.150 2.160 0 - 0.5 
Avg. unemployment rate (% -2/72) 1.9 2.2 3.8 35.3 36.4 
MONEY AND PRICES 
Money supply (2/72) 943 Liss 958 = Bee na. 
Public debt outstanding (2/72) 895 840 856 - 3.8 a. a. 
Total long-term external debt As375 1.893 2.083 38.7 n.a 
(3/72) 
Interest rate - Bk. of Finland 7 845 7 3/4 10.7 n.a. 
Indices: 
Retail sales (1968 = 100) (1/72) 1134 118 110 14.6 n.a. 
Wholesale price (1949=100 (3/72) 297 312 327 6.5 5-6 
BALANCE OF PAYMENTS & TRADE 
Cold & foreign exchange reserves 387 579 657 36.8 n.a. 
(3/72) 
Balance of payments (current) - 239 - 342 ~ ~ + 10.4 
Balance of trade (3/72) - 330 - 439 -16 + 81.0 + 6.0 
Exports, FOB (3/72) 2.306 2.356 704 32.4 ae 
U.S. share of exports (3/72) 108 113 43 44.2 n.a. 
Imports, CIF (3/72) 2.636 2.795 720 16.7 8.5 
U.S. share of imports (3/72 137 26 d n.a. 


* + possible wage drift of about 2.0-3.0 percent 


Main Imports from U.S. (Jan.-March 1972): non-electrical machinery & equip- 
ment $8.53 million; chemicals $3.74 million; tobacco & tobacco products $3.20 
million; transport equipment $2.51 million, fruit & vegetables $2.40 million; 
oil-seeds $2.11 million; electrical machinery & equipment $1.80 million; 
scientific & optical instruments & apparatus $1.65 million; plastic materials 
$1.55 million; hides, skins & furskins, undressed $1.07 million; textile fibre: 
(not manufactured into yarn, etc.) $0.58 million; non-metallic mineral manu- 
factures, n.e.s. $0.57 million. 


Sources: Central Statistical Office; Bk. of Finland; Board of Customs; 
Ministry of Labor; Central Assn. of Finnish Employers. 





SUMMARY 


In contrast to the disappointing performance last year, 
Finland's economy should begin to expand in the second 
half. Significant expansion, however, will not occur 
until 1973. The Gross Domestic Product this year should 
rise by about 3.5 percent; there will be some improvement 
in Finland's balance of payments position; and the govern- 
ment will be required to use a policy mix of fiscal and 
monetary measures which will stimulate the economy without 
having an undue adverse impact on balance of payments. 
Unemployment will continue to rise while consumer prices 
will increase by 6.0 percent, slightly less than last year. 
Finland's negotiations for a commercial arrangement with 
the European Community, the rising domestic costs, and 

the need to broaden the base of the present government 
will be among problems requiring attention in the immediate 
future. 


U.S. export prospects for 1972 are not favorable because 
of declining investment activities but American products 
should be more competitive because of the realignment of 
currencies which occurred in December last year. Labor- 
saving equipment, high technology products, and, for agri- 
cultural products, citrus fruit concentrates, appear to 
have the best prospects for expanding sales. Over the 
longer term, Finland will need to expand investments in 
both traditional and new industries. These developments 
should provide new opportunities for American suppliers. 
Depending on the outcome of Finnish negotiations with the 
European Community, the agreement could have potentially 
an adverse impact on U.S. sales in Finland. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Modest Economic Recovery Predicted 


Last year was a disappointing economic year for Finland as 
industrial output and exports slumped, unemployment in- 
creased, and inflationary pressures took hold. The Gross 
Domestic Product (GDP) rose by only 1.4 percent in contrast 
to the average growth of about 9.0 percent achieved during 
the two previous years. For 1972, current estimates are 
for the GDP to rise by about 3.5 percent, supported by im- 
proved domestic consumer demand and rising exports to the 
countries of the Organization for Economic Cooperation and 
Development (OECD) in the second half. Significant expansion 
of the economy, however, will not occur until 1973, when it 
is anticipated that Finland will once again attain a growth 
rate of 5.0 percent in line with the average underlying 
growth trend of the past decade. Developments which could 
affect these estimates include: (1) the outcome of Finnish 
efforts to negotiate a free-trade arrangement for industrial 
products with the European Community; (2) the success of 
government measures to deal with the growing deficit in the 
current account balance of payments; and (3) the outcome of 
government efforts to establish a more broadly-based coali- 
tion government. Although beset with a number of problems, 
both internal and external, there is growing optimism that 
the trough of the cyclical economic trend has been reached 
and that the future will show a rise in economic activity. 


Basic Incomes Policy Agreement Concluded for 1972/73 


In keeping with the scenario of past negotiations, the so- 
called incomes policy agreement—also called the centralized 
wage and price agreement—which expired at the beginning of 
April, was successfully renegotiated in March. The agreement 
is effective for one year beginning April 1 and provides for 
the following framework for sector-level labor union contracts: 


a flat hourly wage increase of 25 pennies; an additional 
average increase of 3.0 percent, to be distributed at sector 


levels; a supplementary vacation pay equal to 10.0 percent 





of the wage plus other social benefits; and an increase 

of about 9.5 percent in the minimum hourly wage to slightly 
over $0.85 an hour. This package raises the industrial 
wage by about 7.2 percent. Including the inevitable wage 
drift factor, the total wage bill for employers will rise 
by an estimated 10-12 percent. Not all of the labor unions 
found the framework agreement acceptable and some of the 
labor unions are continuing to negotiate for improved terms. 
Labor strikes this year, however, are not expected to cause 
economic losses, such as those experienced last year. 


On the price front, the Parliament approved—also in March— 
the Special Economic Powers Act, renewing in essentially the 
same form as during the previous years government power to 
control prices and rents. The government has undertaken to 
strictly enforce price and rent controls. It has, however, 
had to raise prices and rents on a selective basis to re- 
flect higher costs from wage increases and higher prices for 
imports. Prices this year are estimated to rise by about 
6.0 percent, slightly less than the average of 6.5 percent 
last year, while prices of some of the sensitive cost-of- 
living items will be subsidized to minimize their increase. 


Agricultural producers also reached agreement with the govern- 
ment whereby the target prices for principal agricultural 
products were raised by an average of 7.6 percent, effective 
April 1, 1972. 


Record Trade Deficits Expected to Decline Slowly 


Last year, for the second consecutive year, Finland incurred 
record trade and current account balance of payments deficits. 
The trade deficit of $457 million last year represented an 
increase of $109 million over the previous year; similarly, 
the current account deficit of $342 million was up by 40 
percent. The deterioration in these balances represented a 
more rapid rise in import costs (+ 12 percent) than for 








exports (+ 8 percent) and a substantial rise in trade 
deficit in trade with the Soviet Union and other bilateral 
account countries. The trade imbalance with these countries 
was equal to nearly 40 percent of Finland's total trade 
deficit with the world. Foreign exchange reserves, on the 
other hand, continued to rise to record levels as Finland 
successfully obtained long-term loans, nearly doubling the 
amount obtained in 1970, and as short-term loans continued > 
to flow in, though at a reduced rate. The $650 million in 

long-terms loans received last year raised the total official 

and non-official long-term foreign indebtedness to a record 

$1,940 million at the end of 1971. Annual servicing costs 

have increased to about 10.1 percent of receipts on current 

account. Foreign exchange reserves as of December 31, 1971, 

totaled $593 million, up sharply during the year, and in 

the first quarter of 1972 they rose an additional $64 million. 


In 1972, both exports and imports are projected to rise 
significantly. The deficit in trade, however, will improve 
at most by about 10 percent. The effective devaluation of 
the Finnmark by 4.5 to 5.0 percent, weighted by its trade, 
will assist exports and discourage imports. This is offset 
somewhat by the anticipated higher cost structure in Finland, 
reflecting wage increases in excess of gains in productivity; 
the probable rise in imports through the elimination of the 
special supplementary 15 percent tax on consumer durables 

at the outset of this year; and higher consumer demand. First 
quarter 1972 data, however, showed a substantial—though 
possibly temporary—decline in the trade deficit. 


Fiscal and Monetary Measures Used Actively 


In 1971, interest rate policy was used actively by the Bank 
of Finland and reversed its earlier policy. For example, 

in May, the interest rate on savings deposits of the public 
was raised by 1.0 percent to encourage public savings. When 
commercial loans to private persons tended to decline, the 
Bank lowered by 3/4 percent its interest rate to commercial 
banks, which in turn reduced their interest rates on customer 
loans. The Bankalso attempted to stimulate flagging economic 





activities and to ease the previous tight money situation 
by raising in December the discount quota of commercial 
banks. At the same time, the Bank has continued its 
restrictive policy on loans by commercial banks to indi- 
viduals for use as import credits and for private consump- 
tion use, in an effort to minimize transactions which 
adversely affect Finland's balance of payments. In the 
fiscal sector, the 1972 national budget, which increases 
expenditures by 15.9 percent, was initially drawn up with 
the announced purpose that it would have a neutral impact 
on the economy. However, because of the elimination of 
the special supplementary consumer tax on individuals, the 
increasing need to support activities to minimize unemploy- 
ment, the decision to release government-contributed 
counter-cyclical funds, and other policy decisions, it 
would appear that the government will follow a modestly 
expansive policy. The key problem for the future will be 
the mix of fiscal and monetary measures which the govern- 
ment will adopt to stimulate economic activities but which 
will not contribute to a worsening of Finland's balance of 
payments position. The general outlook is that commercial 
credit will be generally easier than last year. 


Private Investments Expected to Decline 


Gross fixed asset formation by the private sector is expected 
to decline by about 4.0 percent in 1972, according to recent 
estimates. Public investments in buildings and public works 
may rise but they will not offset the decline in private 
investments. Investment goods imported in 1971 rose strongly 
over 1970 but this development reflected delayed deliveries 

of orders placed in earlier boom years. The wood-processing 
industry already has large unutilized capacity in many sectors 
and the continuing generally weak international markets for 
their products indicate that significant new investment plans 
will be delayed. In the metals and chemical sectors, there 
may be some modest expansion of capacity or investment to 
modernize equipment, but these industries will also tend to 
minimize investments until domestic and foreign economic activ- 
ities begin to pick up and provide a stronger basis for such 








activities. On balance, therefore, the prospects for 
expanding import trade in investment goods are poor. 
Current estimates would indicate there will be a slight 
decline in such purchases from abroad. 


——s 


Unemployment Situation will Continue to be Difficult | 


In recent months, the unemployment rate has approached 

the 3 percent level. A further rise in this rate is anti- 
cipated during 1972 but it probably will not equal the 
record 4 percent rate of 1968. The rising unemployment 

rate also reflects a marked slowdown in emigration of 
workers. In contrast to more than 34,000 worker emigrants 
to Sweden in 1970, last year the returnees to Finland just 
about balanced the number emigrating from Finland. Primary 
problems in dealing with this situation are twofold: (1) 
the highest rate of unemployment is to be found in the 
agricultural areas of northern and eastern Finland; and (2) 
possibilities of relocating these workers in the industrialized 
southern area are limited by the need to expand training and 
to provide adequate housing. The government is giving in- 
creasing attention to this problem and has increased public 
funds for these purposes. 


Surplus Agricultural Production Continues 


The surplus butter problem was eased last year but measures 
which reduced butter output increased simultaneously pro- 
duction of cheese and powdered milk. Also, government 
measures to shift agricultural output, or again to reduce | 
output—through the soil bank system of retiring land, 

slaughter premiums for cattle, changes in government pricing, 

varying subsidies to encourage consumption and exports—have 

only tended to shift the problem from one area to another. 

Thus, Finland has not only a surplus of cheese and powdered 

milk but also of beef, pork, poultry products, feed grains 

and wheat. The wheat problem is not serious and the recent 

frost damage to the fall crop may change this situation. 

Subsidies to move surplus products into export trade have 

been increasingly expensive. Longer-term solutions are 
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necessary and the government is now considering a proposal 
to retire older farmers through an improved pension plan. 


In the forestry industry, logging and felling activities 
are depressed and the number of unemployed forestry workers 
is reported to be at its highest level. Prospects for im- 
provement of this situation appear poor until possibly next 
winter. 


Crucial Negotiations Underway with European Community 


Within the framework of its announced policy of neutrality 
in foreign affairs and its special relationship with the 
Soviet Union, Finland has been seeking to negotiate with 

the European Community (EC) a commercial arrangement which 
will eventually permit free trade in industrial products 

and equitable access for certain Finnish agricultural pro- 
ducts—such as butter, milk powder and cheese products—for 
which the United Kingdom is an important customer. One of 
the sticking points to date has been the arrangement which 
would be made for the most important paper and paper pro- 
ducts which account for about one-half of Finnish exports 
by value. Despite many difficulties, there is continuing 
optimism by business and government leaders that a satis- 
factory arrangement can be worked out. Although many Finnish 
industries will be faced with strong EC competition, if an 
agreement were to be signed, most of the affected industries 
have already indicated confidence that they will be able to 
meet the new situation. U.S. products, of course, would be 
faced with new discriminatory barriers to the extent that 
duties are reduced between Finland and the EC. 


Minority Government Faces Challenges 


On February 23, the new Social Democratic minority govern- 
ment, headed by Prime Minister Rafael Passio, was appointed 
by the President. The new government has successfully met 
challenges to date, including the successful negotiation of 
the centralized wage and price agreement. Nevertheless, 
political stability will require eventually the formation 





10 


of a more broadly-based government. Economic policies 
which might be followed by any new government may be 
expected to continue essentially the same general policy 
lines of the present government. The announced policy 

of the Paasio government supports programs to stimulate 
employment, the enactment of a new agricultural incomes 
law, a revision of the incomes tax law to favor low and 
medium income groups, the drafting of a new energy policy, 
measures to support consumer protection and an improve- 
ment of state investment activities. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. Competitive Position in Finland 


For the immediate future, American products should be 
somewhat more competitive in this market as a result of 

the Finnish currency revaluation and the expected rise in 
domestic prices. The temporary central rate for the Finn- 
mark established on December 18, 1971, of Fmk. 4.10 to the 
U.S. dollar was equal to a 2.44 percent revaluation against 
the U.S. dollar. Considering the fact that many of the 
competing foreign suppliers, particularly of industrial 
machinery, have revalued their currency by a greater percent- 
age, U.S. prices should become more attractive in Finland. 
Over the longer term, however, these advantages will be 
eroded somewhat, depending on the outcome of Finnish negotia- 
tions with the European Community. Although the present 

slow growth in the economy will inhibit investment activities, 
Finnish industries will be required to make new investments 
not only in traditional industries but in new industries in 
order to diversify and to be able to meet competition more 
effectively. These developments potentially offer new 
opportunities for U.S. suppliers. 
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Prospects for Expanding Sales not Favorable in the Short Term 


Finnish imports from the United States increased about 3.0 
percent by value but dropped slightly by volume in 1971. 

As in previous years, the pattern of this trade did not 
change markedly. Capital machinery, transportation equip- 
ment (aircraft), and chemicals continued to account for 
about two-thirds of the total trade by value last year. 
Prospects for expanding this trade in 1972 are not favorable 
because of the decline in private investment anticipated 

for this year. Investment activities may rise, however, 
beginning in 1973, particularly in industries such as metals, 
engineering, electronics and chemicals, which the government 


has been encouraging in an effort to diversify the industrial 
base. 


Developments in Finland which potentially offer opportunities 
for U.S. suppliers include the following: in the retail 
area, there has been a sharp increase in self-service stores, 
which are able to minimize costs by installing labor-saving 
equipment; among financial institutions and larger manu- 
facturing firms, there is increasing use of the latest 
communication and computerized equipment; in the important 
wood products industry, there was a recent announcement of 
its intention to invest more than $100 million for the pre- 
vention of water pollution and that 40 new water purification 
plants are expected to be constructed in the next two years; 
in the electric energy field, a number of private firms and 
municipalities have plans to install either nuclear or 
steam generating power plants; and in natural gas, the 
Finnish decision to install a pipeline from the Soviet Union 
will require, quite separate from construction, various 
equipment for pumping and for use of the natural gas. Tourism 
is becoming a major industry and hotels are being constructed 
at an accelerated rate, providing opportunities for potential 
investment and/or supplier relationship. 


In the agricultural product area, Finnish imports of tobacco, 
soybeans, dried fruits, grain and nuts are most important by 
value. Prospects for expanding sales in this market appear 
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excellent for U.S. citrus juice concentrates while 


prospects for soybeans, nuts and fresh vegetables appear 
favorable. 


The following products and services offer probably the best 
opportunities for American exports, listed by two-digit 
Standard Industrial Classification (SIC): 


SIC No. Description 
01 Oilseeds 
20 Dried and canned fruit; specialty and 
convenience food items; citrus fruit 
concentrates 
21 Raw tobacco 
22 Synthetic yarns and thread 
28 Chemicals, including polymers, condensates, 


specialized organic products (such as anti- 
knock preparations), inorganic bases (in- 
cluding ammonia); pharmaceuticals 


33 Unwrought aluminum alloys 
34 Special valves and fittings 
35 Power driven hand tools and saws; printing 


machinery, equipment and supplies; special 
paper mill machinery and converting equip- 
ment; pumps and centrifuges; office machines; 
electronic data processing and transmission 
equipment and programs; educational train- 
ing devices; engines and marine motors; 
excavating and leveling machinery; con- 
struction and materials handling equipment; 
mining and metal refining machinery; air 

and water pollution control equipment; 
commercial refrigeration equipment; chemical 
and plastics manufacturing machinery, 
equipment and parts 
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SIC No. Description 
36 Electronic components and accessories; 
electric measuring, testing and control 
equipment 
37 Motor vehicle parts and accessories; 


light aircraft and helicopters; snow- 
mobiles; shipbuilding, marine and port 
equipment; trailers, camping and travel 


38 Non-electric measuring, testing and 
control devices, including engineering 
and laboratory instruments and optical 
equipment; industrial and scientific 
photographic equipment and film; medical, 
surgical and dental equipment 


39 Toys, games and novelty goods; sporting 
equipment 


73 Management consulting services 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 


that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 


Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 


of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it's 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. 

Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 


and construction at Trade Centers and Fairs, as well as 

advance promotion and personal calls on promising cus- 

tomers to ensure their attendance. 

Exports mean diversification for your company. 

96% of all American firms sell only in this country. 

Ridiculous! For most, the cost of constantly changing prod- 

uct lines, with all the attendant start-up and marketing 

expenses, is greater than learning to export existing 


products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca's exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas merkets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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